RD I nstruction 2000- KKK
PART 2000 - GENERAL
Subpart KKK- Menor andum of Under st andi ng Bet ween the Departnent of Agriculture
Rural Devel opment M ssion Area and the National Rural Wilities
Cooper ati ve Finance Corporation for Rural Business Econom c
Devel opnent Fi nanci ng

§ 2000.3101 Ceneral .

The National Rural Wilities Cooperative Finance Corporation (CFC is an
eligi bl e | ender under the Business and |Industry (B& ) Quaranteed Loan Program

Regul ati ons. I ndi vi dual menbers of CFC can be recogni zed as non-traditional
| enders, provided they neet certain requirenents outlined in the B&
regul ati ons. The Departnent of Agriculture Rural Devel opment M ssion Area

has entered into a Menorandum of Understanding (MOU) with CFC to provide
financial assistance to the menber along with loan origination, servicing, and
loan |iquidation services, if necessary, in consideration of the menbers bei ng
considered as eligible |l enders w thout further individual menber approval of
the Agency as a non-traditional lender. This MU provides additional

financi al assistance which will increase the nunber of business devel oprent
opportunities to rural America and provi de busi ness devel opment in some of the
nost needy rural comunities.

§ 2000.3102 Responsibilities .

This MU will autonatically termnate at the end of the second fiscal
year after execution unl ess extended by agreenent of both parties for a full
additional fiscal year. Ether party may termnate its participation in this
program upon 60 days witten notice to the other party.

§ 2000.3103 Inplenentation .

The MU is attached as Exhibit A
8§ 2000. 3104 - 2000. 3105 [ Reserved]

Attachnment: Exhibit A

o0o

D STRI BUTI O\ WBDC Adm ni stration
Cener al
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MEMORANDUM CF UNDERSTANDI NG
for
RURAL BUSI NESS ECONOM C DEVELCPMVENT FI NANCI NG

bet ween t he

UNl TED STATES DEPARTMENT OF AGRI CULTURE
and t he
NATI ONAL RURAL UTI LI TI ES OOCPERATI VE FI NANCE OCRPORATI ON

I nt roducti on

The purpose of this Menmorandum of Understanding ("MUJ') is to menorialize an
agreenent in principle between the National Rural Wilities Cooperative
Fi nance Corporation ("CFC') and the United States Department of Agriculture
(“USDA") Rural Business-Cooperative Service ("RBS') for an initiative under
whi ch CFC and RBS woul d work together for purposes of providing business and
i ndustry rural economc developnent |oans through CFC nenbers (each, a
"Menber ") .

Pursuant to 7 CFR § 4279.29, CFC is an eligible | ender under the USDA Busi ness
and Industry Quaranteed Loan Program ("B& Program'). This MU describes a
nmeans for CFC to exercise this authority in partnership with its Mnbers in
order to bring B& financing to rural areas of the country which are generally
served by those Menbers. A though this M does not represent a legally
bi nding contract, it does represent a commitnent by both RBS and CFC to use
their best efforts to inplement a programin general conformty with the terns
descri bed herein.

Capital Structure and Lendi ng Experience

CFC is a cooperative association fornmed in 1969 by rural electric cooperatives

in order to provide themwi th a source of funds to suppl ement financing by the
Rural Wilities Service. Today, CFC has 1,052 Menbers and $10.7 billion in
total assets, 97 percent of which are net |oans outstanding to Menbers. CFC
raises capital in the market through issuance of AA-rated collateral trust

bonds and other highly rated securities. |In addition, CFC is party to three
revolving credit agreenents with various banks, both domestic and
international, which provide CFCwith $5,217.5 mllion in liquidity to support

its commercial paper and ot her standby obligations.

CFC has | oans and guarantees outstanding to Menbers and their affiliates in 47
States, the District of Colunbia, and 3 United States territories. Loans are
originated, underwitten, and serviced by a staff of approxi mately 150

enpl oyees |l ocated in the Herndon, Virginia, headquarters, plus 13 Regional
Vice Presidents located in various cities throughout the country. Mst of
these loans are nade to electric distribution
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systens, electric power supply systens, tel ecommunication systens, and rel ated
servi ce organi zations. Underwiting and servicing of the B& |oans will be
incorporated into this existing infrastructure, with a specific |oan anal yst
and Regional Vice President assigned to each particular B& account. For over
a decade, CFC has been making | oans specifically for rural devel opment

pur poses and has a know edgeabl e, conpetent, and seasoned staff of |oan

anal ysts, nmanagers, accountants, information systens professionals, and other
staff required to admnister the B& Program

CFC staff also has substantial experience in dealing wth nonperformng and
restructured loans, working aggressively to naxinize recovery and linit
| osses. CFC s experience and success in this area is denonstrated by the fact
that, since its inception in 1969, CFC has only charged off |oan balances in
the total anount of $30.5 mllion, net of recoveries. By contrast, during
Fi scal Year 1998, |oan restructurings totaled $330 nmillion. Any such efforts
required for the B& Loans would be treated simlarly, with a view toward
obtaining the highest possible wup-front recovery and quickest overall
resol ution.

Arrangenent with Menber Cooperatives

Under the arrangement, the Menber will be the eligible Iender of record for
purposes of the B& Program under the auspices of CFC. Each participating
Menber will execute (a) the Lender's Agreenent for the B& Program Form
4279-4 ("Lender's Agreenent"), and (b) a contract with CFC providing for CFC
to fulfill the Menber's obligations under the Lender's Agreenent ("Loan
Underwiting, Servicing, and Loss Sharing Agreement"). In a sinultaneous
transaction, the Menber will fund the B& 1 oans wth financing provided by C-C
to the Menber, and the Menber will assign the B& Loan Note Quarantee (Form
4279-5) to CFC

The Loan Underwiting, Servicing, and Loss Sharing Agreement will be in a
standardi zed form approved by RBS, and subject to anendment only with the
prior approval of RBS. The najor points of the Loan Underwriting, Servicing,
and Loss Sharing Agreenment will be as follows:

. Each |l oan will be originated and underwitten on behal f of the Menber by
CFC in confornmity with RBS requirenents, exercising that degree of care
CFC utilizes in the underwiting, pr ocessi ng, servi ci ng, and

admnistration of its own | oans.

. CFC will retain custody of the loan files and act as custodial agent on
behal f of the Menber.

. CFC will manage, service, adnminister, and nake collections on the B&
| oans on behal f of the Menber.
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. The Menber will accept and naintain at least 5 percent of the |oan |oss
ri sk associated with each B& | oan.
. The Menber wll provide such on-site assistance to CFC as may be

reasonably requested by CFC in order to ensure that there is adequate
supervi sion at the |ocal |evel.

. Any liquidation or workout arrangements would be handled by CFC in
consul tation with the Menber and RBS.

. Al though the Menber will remain the eligible | ender of record, CFC wil |
be responsible for the Mnber's conpliance with all applicable
regul ati ons associated with loan origination, underwiting, funding,
servicing, and adninistration under the B& Program

The CFC- RBS Under st andi ng

If the Menber enters into the Loan Underwiting, Servicing, and Loss Sharing
Agreerent with CFC, then RBS wll autonmatically recognize each such
participating Menber as an eligi bl e non-bank | ender under the B& regul ations,

with no further docunentation or qualification required fromthe Menber.

In the event that a Menber ceases to exist, then CFC shall nevertheless
continue to fulfill its obligations under the Loan Underwiting, Servicing,
and Loss Sharing Agreenent and shall assume the responsibility for
transferring the rights, responsibilities, and obligations of the Menber
t hereunder to another Menber or to another eligible | ender acceptable to RBS.

Each loan accepted by RBS for a U S CGovernnent guarantee under the B&l
Programwi || carry a guarantee percentage which woul d be provided to any other
eligible lender for a simlar |oan under the B& regul ations.

CFC agrees to price the loans at market conpetitive interest rates, and that

such financing will include long-term fixed interest rate |oans. Speci fic

pricing will be dependent upon market conditions, risk levels, the Menber's

I evel of loss sharing, and other relevant factors. Wthin these paraneters,

however, CFC acknowl edges and agrees that the objective of all parties
involved in the B& Program is econonic devel opment and that the overriding

factor in pricing wll not be profit or interest rate spread. In this regard,
CFC represents to RBS that, historically, rates and fees charged by CFC on its

loan portfolio to electric distribution systemand rural tel ephone cooperative

borrowers, and their affiliates, have been below those of other commerci al

lenders because of CFCs low operating costs and its not-for-profit
orientation.
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Loans will be made available for acquiring, expanding, inproving, or

noder ni zi ng businesses, land acquisition, the purchase or construction of
bui | di ngs, the purchase of equipnent, machinery or supplies, transportation
services and working capital, anong other purposes. CFC agrees to assist RBS
in meeting its strategic objectives by prioritizing loan activities in target
areas, hanely: areas of persistent poverty, areas of declining population,
areas affected by natural disasters, and other Government-designated priority
areas and econoni c zones.

It is understood and agreed that RBS has nade no representations to CFC that
it has or will be able to reserve or set aside any |oan guarantee authority
for B& Loans funded by CFC under the terns of this Memorandum in the U S
Governnent's current fiscal year. It is especially noted by both parties that
this MU provides for a pilot programof delivery of the program The results
of this program nmay form the basis of a proposed rule for the purpose of
program delivery. The experience derived by the Agency in the operation of
this pilot program nmay result in the Agency determining to immediately
suspend, without advance notice, the lending authority provided under this
MU

Either party may terminate its participation in this Program upon sixty (60)

days witten notice to the other party. Any such termination wll be
effective only as of the end of the United States Government's fiscal year.
Termination will not adversely affect outstanding guarantees or pending |oan

applications. This MU w |l automatically termnate at the end of the second
fiscal year after execution unless extended by agreement of both parties for a
full additional fiscal year.

In recognition of the foregoi ng understandi ngs, the parties have executed this
MU as of the dates set forth bel ow

United States Departnent of Agriculture:

By: /sl Dat e: 5-4 , 1999

JILL LONG THOWPSON
Under Secretary for Rural Devel opnent

National Rural Wilities Cooperative Finance Corporation:

By: /sl Dat e: 5-4 , 1999

SHELDON PETERSEN
Chi ef Executive Oficer

Exhi bit Attached: Loan Underwiting, Servicing, and Loss Sharing Agreenent
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EXH BI' T

LOAN UNDERWRI TI NG, SERVI CI NG AND LOSS SHARI NG AGREEMENT

TH S LOAN UNDERAR TI NG SERVI O NG AND LCOSS SHARI NG AGREEMENT ('t he
"agreenent"), dated as , i's made between NATI ONAL
RURAL UTI LI TI ES COCPERATI VE FI NANCE CORPCRATI ON, a cooperative associ ation
i ncorporated under the laws of the District of Colunbia ("CFC') and
, a corporation organi zed and

exi sting under the laws of the State of , (the "Cooperative").
RECI TALS
A CFC is an eligible non-bank | ender under the United States

Departnent of Agriculture (USDA) Business and | ndustry Quaranteed Loan Program
(the "B& Progran').

B. Pursuant to a menorandum of understandi ng executed by and bet ween
CFC and the USDA, the Cooperative is recognized as an eligible | ender under 7
CF.R 8§ 4279.29(b) for purposes of the B& Program provided that the
Cooperative enters into and perfornms this Agreenent.

C. CFC has agreed to act as servicing agent for the Cooperative in
the origination, processing, underwiting and servicing of the loans in
accordance with the terns of this Agreemnent.

D. The Cooperative and CFC have al so agreed to share in | osses on
Loans in the manner provided in this Agreement.

E. The parties to this Agreement recognize that, although the USDA is
not a party to this Agreenent, this Agreenment is entered into in order to
procure a B& guarantee, and the USDA is a third-party beneficiary of this
Agr eenent .

NOW THEREFORE, in consideration of the mutual covenants and undert aki ngs
set forth in this Agreenment, and ot her good and val uabl e consi deration, the
recei pt and sufficiency of which are acknow edged, the parties hereto agree as
fol | ows:

ARTI CLE |
Definitions
Section 1.01. Definitions. Wienever used in this agreenent, the
followi ng words and phrases, unless the context otherw se requires, shall have

t he fol |l owi ng neani ngs:
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"Amount financed" neans, as to each | oan, the anmount adv anced under such

loan as set forth in the related | oan agreenent.

"Borrower" neans the borrower under a | oan agreement and any other person
who owes payments under the related | oan.

"Busi ness day" means any day other than a Saturday, Sunday, or Federa
hol i day.

"Col l ection account" means an account with a national bank supervised by
a Federal regul atory agency, which nay be an omni bus deposit account.
Provided: That CFC shall keep accurate and detailed records identifying funds
in the collection account bel onging to the Cooperative and subject to this
Agr eenent .

"Conform ng characteristics" shall have the meani ng assigned thereto in
section 2.01.

"Default" neans an event specified in section 8.01.

"Defaul ted | oan" neans, as of the cl ose of bus i ness on the | ast business

day of any cal endar nonth, any loan as to which a regul arly schedul ed payment
has not been received as and when due (a "paynent default"), and such paynent
default has remai ned uncured for a period of 90 days (or earlier if CFC as
servicing agent, has determ ned such | oan to be uncollectible).

"CFC | oss anount" rmeans, with respect to any defaulted | oan
percent ( % of the loan | oss anount.

"Cooperative | oss amount” neans, with respect to any defaul ted | oan,
m ni mum of 5% percent ( % of the Loan Loss Amount.

"CGovernnental body" means, with respect to a party, any Federal, State,
muni ci pal or other governnental department, commission, board, bureau, agency
or instrunentality, domestic or foreign, having jurisdiction over such party
or any of its business activities.

"I nsol vency event" means, with respect to a specified person

(a) the filing of a decree or order for relief by a court having
jurisdiction in the prem ses in respect of such person or any substantial part
of its property in an involuntary proceedi ng under any applicabl e Federal or
State bankruptcy, insolvency or other simlar |aw now or hereafter in effect;
or the appoi ntment of a receiver, |iquidator, assignee, custodian, trustee
sequestrator or simlar official for such person or for any substantial part
of its property, or ordering the w nding-up or liquidation of such person's
affairs, and such decree or order shall remain unstayed and in effect for a
period of 60 consecutive days;
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(b) the comrencement by such person of a voluntary case under any
appl i cabl e Federal or State bankruptcy, insolvency, or other simlar |aw now
or hereafter in effect, or the consent by such person to the entry of an order
for relief in an involuntary case under any such | aw

(c) the consent by such person to the appoi ntnment of or taking possession
by a receiver, |iquidator, assignee, custodian, trustee, sequestrator, or
simlar official for such person or for any substantial part of its property;

(d) the making by such person of any general assignnent for the benefit
of creditors; or

(e) the failure by such person generally to pay its debts as such debts
becone due, or the taking of action by such person in furtherance of any of
t he foregoi ng

"Loan activity report" means a report of CFC, as servicing agent,
del i vered pursuant to Section 3.04.

"Loan agreenent" means, as to each Loan, an agreenent between the
guarant eed | oan borrower and a Cooperative which sets forth the terns and
condi ti ons upon whi ch the cooperative agrees to lend to the Borrower.

“Loan col | ection record" means the record maintai ned by CFC, as servicing
agent, pursuant to section 4.01.

"Loan files" means the docunents specified in se ction 2.04.

"Loan | oss anount" means, as to any defaulted | oan, the total anount
(including all costs, fees and expenses of collection) that is not covered or
ot herwi se rei nbursed pursuant to the guaranty of such defaulted | oan by the
United States CGovernnent under the ternms of the B& Program

"Loan rate" nmeans the per annumrate of interest borne by an | oan as set
forth in the related | oan agreenent.

"Loss report" shall have the neaning assigned thereto in section 7.01

"Origination date" means, with respect to a particular |oan, the day
on whi ch the Cooperative funds the | oan.

"Person" neans any individual, corporation, partnership, joint venture,
associ ation, joint-stock conpany, trust, limted liability conpany,
uni ncor por at ed organi zati on or government or any agency or politica
subdi vi si on t hereof.

“Principal balance" of a |oan neans, as of any date of determnation, the
amount financed thereunder | ess the portion of all paynents nade by or on
behal f of the related borrower on or prior to such date that is allocable to
pri nci pal .
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"Underwriting requirements" neans the underwiting requirenents
established and in effect fromtine to time for |oans origi nated under the B&
Program plus any additional requirements as nay be established fromtine to
time by mutual agreenent of the parties.

Section 1.02. Incorporation of Recitals and Exhibits. The foregoing
recitals and all exhibits and schedul es hereto are hereby incorporated by
reference as if fully set forth herein.

ARTI CLE |

The Loans; Custody of Loan Files

Section 2.01. Underwiting and Fundi ng of Loans.

a.) The Cooperative shall be and shall remain the eligible | ender of record
for purposes of the B& Program and in connection therewith, shall execute
the lender's agreenent for the B& Program ("Lender's Agreenent"). CFC shal
be the designated servicing agent for the Cooperative and assune the
Cooperative's responsibilities and obligations under the | ender's agreenent
pursuant to the terms of this agreenent.

b.) Loan applications shall be nade to the Cooperative and submitted to GFC
for approval. |If approved by CFC and accepted for a Governnent guaranty, the
| oan shall be funded by the Cooperative with funds | oaned by CFC to the
Cooperative on a non-recourse basis, except that nothing herein shall be
construed as to relieve the Cooperative fromresponsibility for the
Cooperative | oss amount. CFC s | oan to the Cooperative shall be secured, in
part, by an assignment of the CGovernment's B& |oan note guarantee to CFC
pursuant to an assignnent form approved by the Government. Collatera
security for the B& Loan shall be identified as pledged to the Cooperative.

c.) Each Loan:

1.) shal | have been underwitten in confornity with the underwiting
requir erment s;

2.) shall have a fixed or variable loan rate as agreed by CFC and the
Cooper ative and acceptable to qualify under the B& Program

3.) shal | have an anount financed within the limts prescribed the B&
Programfromtime to tinme; and

4.) shal |l be evidenced by a fully executed | oan agreenent, pronissory
note, security agreenent, and other documents as nay be required by CFC
t he Cooperative, and the regul ations of the B& Program
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The characteristics set forth in clauses 1.) through 4.) above are referred to
herein as "conform ng characteristics."”

Section 2.02. Requirenents of Eligible Loans. In order to be eligible
for funding, each | oan originated hereunder shall, as of the origination date:

a.) GConforning loans . Be made in accordance wth the conforn ng
characteristics;

b.) Conpliance with law . Conply in all material respects with the
requirements of |aw applicable to the origination and funding of such | oan and
not be subject to the laws of any jurisdiction under which the origination and
fundi ng of such loan is unlawful, void, or voidabl e;

c.) Binding obligation . Represent the genuine, legal, valid, and binding
paynment obligation in witing of the borrower, enforceable by the |ender
thereof in accordance with its terms;

d.) Loans in force . Not have been satisfied, subordinated, or rescinded,

e.) No waiver or amendnent . Not be subject to any waiver of any termthereof
by either the Cooperative or CFC

f.) No defenses . Not be subject to the assertion or threatened assertion by
the borrower of any right of rescission, set off, counterclaim or defense
with respect to such | oan; and

g.) No default . Not be in default nor shall there exist a continuing
condition that with notice or the |apse of time or both would constitute a
default, breach, violation, or event permtting accel eration under the terns
of such | oan

Section 2.03. Custody of Loan Files. To assure uniformquality in
servicing the | oans and to reduce adninistrative costs, the Cooperative hereby
appoi nts CFC as servicing agent of the | oans, and the CFC hereby accepts such
appoi ntnent, to act for the benefit of the Cooperative as custodian of the
followi ng docunents or instruments (which are hereby constructively delivered
to CFC) with respect to each | oan:

a.) the fully executed original of each | oan agreement, pronissory note, and
security agreenent;

b.) the original credit application fully executed by the borrower; and

c.) any and all other docunments that CFC, as servicing agent, shall keep on
file, in accordance with its custonmary procedures, relating to a Loan;

Provi ded, however: That upon appoi ntrent of a successor servicing agent, the
CFC shall pronptly deliver all such documents or instrunents with respect to
any loan in its possession to such successor servicing agent.
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Section 2.04. Duti es of CFC as Custodi an.

a.) Safekeeping . CFC, as servicing agent, shall hold the loan files as
custodian for, and bailee of, the Cooperative and mai ntain accurate and

conpl ete accounts and records pertaining to each loan file. In performng its
duties as custodian, CFC shall act with reasonable care, using that degree of
skill and attention that CFC exercises with respect to the files relating to

all simlar loans that CFC services for itself or others. CFC shall keep its
records in such a manner as shall enable the Cooperative to verify the
accuracy of CFC record- keepi ng.

b.) Access to records . CFC, as servicing agent, shall provide to the
Cooperative or its designee access to the loan files during C-C s nor nal

busi ness hours and upon 72 hours notice. Access shall be afforded without
charge. CFC shall deliver to the Cooperative or its desi gnee photocopies of
any loan files with respect to particular |oans upon reasonabl e request.

Not hing in this paragraph shall affect the obligation of CFC to observe any
appl i cabl e | aw prohibiting disclosure of information regardi ng the Borrowers.

c.) Release of docunments . Although it is the intention of the parties hereto
that CFC, as servicing agent, shall continue to hold the loan files as

cust odi an on behal f of the Cooperative, CFC acknow edges and agrees that the
Cooperative, as owner of the loans, has the legal right to, at any time inits
absol ute discretion, direct CFCto rel ease any loan file or all loan files to

t he Cooperative or the Cooperative's designee, as the case nay be, at such

pl ace or places as the Cooperative may designate.

Section 2.05. Instructions; Authority to Act. CFC as servicing agent,
shal | be deened to have received proper instructions with respect to the |oan
files upon its receipt of witten instructions signed by an authorized officer
of the Cooperative or its designee.

Section 2.06. Hold Harml ess. CFC as servicing agent and as custodi an,
shal |l hol d harm ess the Cooperative and each of its respective officers,
directors, enployees and agents for any and all liabilities of any kind
what soever that nmay be inposed on, incurred by or asserted agai nst the
Cooperative or any of its officers, directors, enployees, and agents as the
result of any negligent act or omssion relating to the maintenance and
custody by CFC as custodi an of the Loan Files.

Section 2.07. Effective Period and Termination. CFC s appointnent as
custodian for the loan files in respect of any |oans shall becorme effective as
of the date of this Agreement and shall continue in full force and effect
until a successor servicing agent is appointed as provided herein

ARTI CLE ||

Admi ni strati on and Servicing of Loans

Section 3.01. Duties of CFC as Servicing Agent. CFC, as servicing agent
for the benefit of the Cooperative, in conpliance with the requirements of the
B& Program shall manage, service,
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adm ni ster, and make collections on the loans wi th reasonabl e care using that
degree of skill and care that CFC exercises with respect to all simlar |oans
that it services for itself or others, CFC may declare any loan that is a
defaulted loan to be in default and shall nake reasonable efforts to collect
all anounts due thereon. CFC duties shall include collection and posting of
all paynents, responding to inquiries of borrowers on the | oans, investigating
del i nquenci es, sendi ng paynent statements to borrowers as appropriate,
reporting tax information to borrowers upon request, accounting for

col lections, and collateral liquidation or |oan workout arrangements, and
fulfilling all requirements of a guaranteed | ender under the regul ati ons and
agreenents of the B& Q@iaranteed Loan Program Wthout liniting the
generality of the foregoing, CFC, as servicing agent, is authorized and
enpowered to execute and to deliver, on behalf of itself, the Cooperative or
any of them any and all instrunents of satisfaction or cancellation, or
partial or full release or discharge, and all other conparable instrunents,
with respect to the | oans.

Section 3.02. Collection of Loan Paynents. CFC as servicing agent,
shal | make reasonabl e efforts to collect all payments called for under the
terms and provisions of the |oans as and when the same shall becorme due and
shal |l follow such collection procedures as it follows with respect to al
simlar loans that it services for itself or others, and in conpliance wth
the requirenents of the B& Program CFC shall allocate collections between
principal and interest in accordance with the terns of the related | oan
agr eement s.

Section 3.03. Servicing Expenses. CFC, as servicing agent, shall be
required to pay all expenses incurred by it in connection with its activities
hereunder, including taxes inposed on CFC, as servicing agent; Provi ded,
however: That any and all costs, fees, and expenses incurred in connection
with a defaulted | oan, to the extent not otherw se recovered fromthe borrower
or otherw se covered by the guaranty of the United States CGovernment under the
terms of the B& Program shall be included as part of the |oan | oss anount.

Section 3.04. Servicing Agent's Loan Activity Report. Fromtine to tine,
CFC shal | provide the Cooperative with a Loan Activity Report containing
substantially the following information in respect of each Loan:

a.) the aggregate of schedul ed paynents received

b.) the aggr egate principal balance of the |oan, after giving effect to
paynents all ocated to principal ;

c.) the dollar amount (and nunber) of |oans 30, 60, and 90 pl us days

del i nquent, and the aggregate of |oans (by dollar anmount and by nunber of
| oans) determned to be uncollectible by CFC during the previous cal endar
nont h;

d.) each loan that is a defaulted | oan;

e.) the principal balance for each defaulted | oan
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f.) the loss anount; and
g.) any other information requested by USDA
Section 3.05. Annual Report. CFC shall deliver to the Cooperative, on

or before April 30 of each year, CFC s annual report, including audited
financial statenents, for the i mediately preceding fiscal year

Section 3.06. Servicing Agent Conpensation. For its services hereunder,
t he Cooperative shall pay to CFC the fol | owi ng conpensati on

[insert appropriate conpensation forml a]

ARTICLE IV

Col | ections and Di stri butions

Section 4.01. Loan Collection Record. CFC as servicing agent, shal
establish and maintain a |l oan coll ection record in which the follow ng
paynents on each loan for each cal endar nonth shall be recorded by CFC for the
account of the Cooperative: (1) all payments on account of schedul ed princi pal
on each loan; (ii) all paynents on account of scheduled interest at the
applicable |l oan rate on each loan; and (iii) all other recoveries in respect
of each | oan

Section 4.02. Collection Account.

a.) CFC as servicing agent, shall establish for the benefit of the
Cooperative, and maintain in the nane of the cooperative, a collection
account, and CFC, as servicing agent, shall remt to such collection account
on each deposit date, schedul ed nonthly payments of principal and interest on
the loans and all other recoveries received in respect of the |oans including
pr epaynent anounts.

b.) The Cooperative shall possess all right, title, and interest in all funds
on deposit and credited to it fromtime to time in such collection account.

Section 4.03. Distribution of Collections. CFCshall transfer funds
fromthe collection account as the Cooperative directs, but no nore frequently
than quarterly.
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ARTI CLE V
Cooperative Representations, Warranties, and Covenants

Section 5.01. Representations and Warranties. The Cooperative hereby
nmakes the following representations to CFC, which shall survive term nation of
this Agreenent:

a.) No consents . No consents or approvals of any person are required that
have not been obtained (and no filing need be nade with any governmnental body)
for the execution, delivery and perfornance of this agreenent by the
Cooper ati ve

b.) Oganization and good standing . The Cooperative is duly organized,
validly existing and in good standing under the laws of the jurisdiction in
which it is organized, with the due power and authority to own its properties
and to conduct its business as such properties are currently owned and such
busi ness is presently conducted, and has all material governnental |icenses,
aut hori zations, consents and approvals required to carry on its business as
now conduct ed, and has the power, authority and legal right to originate,
underwite, fund, own, sell and service the |oans.

c.) Power and authority . The Cooperative has the power and authority to
execute and deliver this Agreenent and to carry out the terns of this
agreenent, including the | oss sharing obligations provided herein

d.) Binding obligation . This agreement constitutes a legal, valid, and
bi ndi ng obligation of the Cooperative enforceable in accordance with its
terns.

e.) No violation. The consummation of the transactions contenplated by this
agreenent and the fulfillment of the terms hereof do not conflict with, result
in any breach of any of the terms and provisions of, or constitute (with or

wi thout notice or lapse of tinme) a default under, the governing instrunents of
t he Cooperative; or conflict with, result in any breach of any of the terns
and provisions of, or constitute (with or without notice or |lapse of time) a
default under, any indenture, agreenent or other instrunent to which the
Cooperative is a party or by which it is bound, or result in the creation or

i nposition of any lien upon any of its properties pursuant to the terns of any
such indenture, agreement or other instrunent, to the extent that any such
conflict, breach, default or lien could materially and adversely affect the
ability of the Cooperative to performits obligations under this agreenent; or
violate any law or any order, decree or other instrument binding on the
Cooperative or any rule or regulation, judgment or injunction applicable to

t he Cooperative of any court or of any federal or state regul atory body,

adm ni strative agency or other governmental instrunentality having
jurisdiction over the Cooperative or its properties.

f.) No proceedings . There are no proceedi ngs or investigations pending or
to the best know edge of the Cooperative, threatened, before any court,

regul atory body, adm nistrative agency or other governnental instrumentality
having jurisdiction over the Cooperative or its properties: (i) asserting the
invalidity of this agreenent, (ii) seeking to prevent the consummation of any
of the transactions contenplated by this agreement, or (iii) seeking any
determ nation or ruling that m ght
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materially and adversely affect its business or financial condition or the
per f ormance by the Cooperative of its obligations under, or the validity or
enforceability of, this agreenent.

g.) Conpliance with laws . The Cooperative is not in violation of any
statute, rule, or regulation of any governmental body or any order of any
court or arbitrator, the violation of which, considered in the aggregate,
could naterially and adversely affect the business, operations, or properties
of the Cooperative.

Section 5.02. Covenants. The Cooperative hereby nakes the follow ng
covenants to CFC

a.) ©ood standing . The Cooperative covenants to maintain its good standing
under the laws and regul ations of the jurisdiction of its organization, and to
commt no act that would alter the status of the Cooperative as represented in

Section 5.01 above. |In the event the Cooperative has not naintained such
status, it shall inmmediately notify CFC to such effect.
b.) Conpliance with laws . The Cooperative will not violate any statute,

rule, or regulation of any governmental body or any order of any court or
arbitrator, the violation of which, considered in the aggregate, could
materially and adversely affect the ability of the Cooperative to performits
obligations under this agreenent. The Cooperative agrees to forward,

i medi ately upon receipt, any notices it receives of any such violation or
nonconpl i ance

c.) On-site assistance . CFC remains responsible, as servicing agent, for on-
site visits of any projects funded through the B& Program Fromtime to time
as CFC nay reasonably request, the Cooperative shall (i) conduct on-site

visits of any project funded through the B& Programunder the ternms of this
agreenent in order to ensure conpliance with B& regulations, and (ii) use its
best efforts to provide such further information regardi ng borrowers and

proj ects funded hereunder as may be required by the B& Programin order to
assist CGFCin conplying with the terns thereof.

ARTI CLE VI

Servi cing Agent Representations, Warranties, and Covenants; Resignation

Section 6.01. Representations and Warranties. CFC hereby makes the
follow ng representations to the Cooperative, which shall survive termnation
of this agreenent:

a.) No consents . No consents or approvals of any person are required that
have not been obtained (and no filing need be nade with any governmental body)
for the execution, delivery, and perfornmance of this agreenent by CFC

b.) Oganization and good standing . CFCis duly organized, validly existing
and in good standing under the laws of the jurisdiction in whichit is

organi zed, with the due power and authority to own its properties and to
conduct its business as such properties are currently owned and such
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busi ness is presently conducted, and has all material governmental |icenses,
aut hori zations, consents, and approvals required to carry on its business as
now conduct ed, and has the power, authority and legal right to enter into and
to performthis Agreemrent.

c.) Power and authority . CFC has the power and authority to execute and
deliver this agreement and to carry out the ternms of this agreement, including
the |l oss sharing obligations provided herein.

d.) Binding obligation . This agreement constitutes a legal, valid, and
bi ndi ng obligation of CFC enforceable in accordance with its terns.

e.) No violation. The consummation of the transactions contenplated by this
Agreerrent and the fulfillment of the terns hereof do not conflict with, result
in any breach of any of the terms and provisions of, or constitute (with or

wi thout notice or lapse of tinme) a default under, the governing instrunents of
CFC, or conflict with, result in any breach of any of the terms and provisions
of, or constitute (wWith or without notice or |apse of tine) a default under,
any indenture, agreement or other instrument to which CGFCis a party or by
which it is bound, or result in the creation or inposition of any |lien upon
any of its properties pursuant to the terns of any such indenture, agreenent
or other instrument, to the extent that any such conflict, breach, default or
lien could materially and adversely affect the ability of CFCto performits
obligations under this agreenent; or violate any |law or any order, decree or
other instrunent binding on CFC or any rule or regul ation, judgment or

i njunction applicable to CFC of any court or of any federal or state

regul atory body, adm nistrative agency or other governnental instrumentality
having jurisdiction over CGFC or its properties.

f.) No proceedings . There are no proceedi ngs or investigations pending or
to the best know edge of CFC, threatened, before any court, regul atory body,
adm ni strative agency, or other governmental instrunentality having
jurisdiction over CFC or its properties: (i) asserting the invalidity of this
agreenent, (ii) seeking to prevent the consummation of any of the transactions
contenplated by this agreenent, or (iii) seeking any determ nation or ruling
that mght nmaterially and adversely affect its business or financial condition
or the performance by CFC of its obligations under, or the validity or
enforceability of, this agreenent.

g.) Conpliance with lawns . CFCis not in violation of any statute, rule, or
regul ati on of any governnental body or any order of any court or arbitrator,
the violation of which, considered in the aggregate, could naterially and
adversely affect the business, operations or properties of C-C

h.) Lender qualification . CFCis an eligible |ender under the B& Quaranteed
Loan Program

Section 6.02. Covenants of CFC. CFC hereby nakes the follow ng
covenants to the Cooperative

a.) ©ood standing . CFC covenants to maintain its good standi ng under the
laws and regulations of the jurisdiction of its organization, and to commit no
act that would alter the status of CFC as represented in section 6.01 above.
In the event CFC has not maintained such status, it shall imrediately notify

t he Cooperative to such effect.
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b.) Conpliance with laws . CFCwill not violate any statute, rule, or

regul ati on of any governnental body or any order of any court or arbitrator,
the violation of which, considered in the aggregate, could naterially and
adversely affect the ability of CFCto performits obligations under this
agreenent. CFC agrees to forward, inmediately upon receipt, any notices it
recei ves of any such violation or non conpliance.

c.) Lender's agreement . Subject to the terns of this agreement, CFC shal
assune all of the Cooperatives' obligations and shall performall of the
Cooperative's responsibilities under the Lender's Agreenent and all other
agreenents and regul ati ons governing the B& Quaranteed Loan Program

Section 6.03. Resignation of CFC as Servicing Agent. CFC may resign
fromthe obligations and duties inposed on it as servicing agent under this
agreenent upon 6 nonths prior notice to the Cooperative and the Governnent
agency then responsible for adninistering the B& Program but only upon
accept ance by anot her servicing agent approved by the Governnent Agency
responsi bl e for admnistering the B& Programand satisfactory to the
Cooperative, that is conpetent to performthe obligations and duties inposed
on it as servicing agent under this agreenent.

ARTI CLE VI |

Loss Sharing

Section 7.01. Calculation of Loss. On a periodic basis, but no | ess
than quarterly, CFC shall prepare and furnish to the Cooperative a report
(each, a "loss report") setting forth: (i) each loan that was a defaulted
loan; (ii) the loan | oss anount for each such defaulted loan; (iii) the
Cooperative | oss amount; and (iv) the CFC loss anmount. It shall report such
information to the USDA sinultaneously with the report furnished to the
Cooper ati ve

Section 7.02. Sharing of Loss.

a.) CFC hereby unconditionally and irrevocably agrees to assurme all liability
for the CFC | oss anount, and further agrees that the Cooperative shall have no
obligation or liability to CFC for the CFC | oss amount specified in any |oss
report.

b.) The Cooperative hereby unconditionally and irrevocably agrees to assune
all liability for the Cooperative | oss amount, and further agrees that CFC
shall have no obligation or liability to the Cooperative for the Cooperative
| oss anount specified in any | oss report.
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ARTI CLE VI'I |

Def aul t

Section 8.01. Events of Default. A party shall be in default hereunder
(a "default") if such party:

a.) makes any representation under this agreement that was incorrect in any
nmaterial respect when nade

b.) fails to observe or to performany other covenants or agreenments of such
party set forth in this agreenent, which failure shall continue un-renedi ed
for a period of 30 days after the date on which witten notice of such
failure, requiring the same to be renedi ed, shall have been given to such

party;
C.) s subject to an insolvency event; or

d.) acts, or fails to act, inthe perfornmance of any of its obligations under
this agreenent, and such act or failure to act constitutes (i) fraud, or (ii)
negligence that has a material, adverse effect on the rights or interests of

the other party.

Section 8.02. Renedies. |In each and every case, so long as the default
shal | not have been remedi ed, the non-defaulting party, by notice then given
inwiting to the defaulting party, may take any action at law or in equity
that may appear necessary or desirable to enforce any obligation, covenant, or
agreenent under this agreenent including, without limtation, termnation of
this agreenent after consultation and approval of USDA. No delay or om ssion
to exercise any right or remedy upon the occurrence of a default (except a
del ay or onission pursuant to a witten waiver) shall inpair any such right or
renedy or constitute a waiver of any such default or acqui escence therein.

Section 8.03. Termination of Servicing. On or after the receipt by CFC
of any witten notice of termnation of CFC s servicing rights and obligations
as provided in section 8.02, all authority and power of CFC as servicing agent
under this agreement, whether with respect to the | oans or otherw se, shall
wi thout further action, pass to and be vested in the Cooperative or a
successor servicing agent as may be appoi nted hereunder with USDA concurrence
and, without limtation, CFC is hereby authorized and enpowered to execute and
deliver, as attorney-in-fact or otherw se, any and all docunents and ot her
instrunents, and to do or acconplish all other acts or things necessary or
appropriate to effect the purposes of such notice of ternination, whether to
conpl ete the transfer and endorsenent of the |loans and rel ated docunents, or
ot her wi se. In connection with any such termnation of servicing, CFC as the
predecessor servicing agent shall cooperate with the successor servicing agent
ineffecting the termnation of the responsibilities and rights of CFC as the
predecessor servicing agent under this agreenent, including the transfer to
t he successor servicing agent for adninistration by it of all cash anmounts
that shall at the time be held by CGFC, as the predecessor servicing agent, for
deposit, or shall thereafter be received by it with
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respect to any loan. Al reasonable costs and expenses (including attorneys'
fees) incurred in connection with transferring the loan files to the successor
servicing agent and amending this agreenent to reflect such succession as
servicing agent shall be paid by CFC, as predecessor servicing agent, upon
presentati on of reasonabl e docurmentati on of such costs and expenses.

Section 8.04. Appointnent of Successor Servicing Agent.

a.) Upon CFC s receipt of notice of termination o f servicing hereunder
pursuant to section 8.03 or CFC s resignation in accordance with section 6.03,
then CFC, as predecessor servicing agent, shall continue to performits
functions as servicing agent under this agreement, in the case of termnation,
only until the date specified in such termnation notice or, if no such date
is specified in a notice of termnation, until receipt of such notice and, in
the case of resignation, until the later of (i) the date 6 nonths fromthe
delivery to CFC of witten notice of such resignation (or witten confirnation
of such notice) in accordance with the terns of this agreement and (ii) the
dat e upon whi ch CFC, as predecessor servicing agent, shall become unable to
act as servicing agent, as specified in the notice of resignation and
acconpanyi ng opi nion of counsel. In the event of CGFC s termnation as
servi ci ng agent hereunder, CFC shall appoint a successor servicing agent, and
t he successor servicing agent shall accept its appointnent by a witten
assunption in formacceptable to CFC

b.) Upon appoi ntment, the successor servicing agent shall be the successor in
all respects to CFC, as predecessor servicing agent, and shall be subject to
all the responsibilities, duties, and liabilities arising thereafter relating
thereto placed on CFC, as predecessor servicing agent, and shall be entitled
to all the rights granted to CFC, as predecessor servicing agent, by the terns
and provisions of this agreenent.

ARTI CLE | X

M SCELLANEQUS

Section 9.1. Notices. Al notices, requests and other comuni cations
provi ded for herein shall be given or made in witing (including, without
limtation, by telecopy) and delivered or tel ecopied to the intended recipient
at the "Address for Notices" specified below, or, as to any party, at such
ot her address as shall be designated by such party in a notice to each ot her
party. Except as otherwi se provided in this agreenent, all such
comuni cati ons shall be deened to have been duly given when personal ly
delivered or, in the case of a telecopied or mailed notice, upon receipt, in
each case given or addressed as provided for herein. The Address for Notices
of the respective parties are as foll ows:

National Rural Wilities Cooperative Finance Corporation
2201 Cooperative \Vay

Her ndon, Virginia 20171-3025

Attention: Senior Vice President for Menber Services
Fax: (703) 709-6776
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The Cooperative

Section 9.2. GOVERNI NG LAW SUBM SSI ON TO JURI SDI CTI ON; WAI VER OF JURY
TRI AL.

(a) THE PERFORVANCE AND CONSTRUCTI ON CF TH S AGREEMENT AND THE NOTES SHALL BE
GOVERNED BY, AND CONSTRUED | N ACCCRDANCE W TH, THE LAWS CF THE COMONVEALTH COF
VIRG N A

(b) COCPERATI VE HEREBY SUBM TS TO THE NONEXCLUSI VE JURI SDI CTI ON OF THE UNI TE D
STATES OCOURTS LCCATED IN VIRA NA AND CF ANY STATE COURT SO LOCATED FOR

PURPOSES OF ALL LEGAL PROCEEDI NGS AR SI NG QUT OF OR RELATING TO TH S AGREEMENT

OR THE TRANSACTI ONS CONTEMPLATED HEREBY. COCPERATI VE | RREVOCABLY WAl VES, TO

THE FULLEST EXTENT PERM TTED BY APPLI CABLE LAW ANY CBJECTI ON THAT I T MAY NOW

OR HEREAFTER HAVE TO THE ESTABLI SH NG OF THE VENUE OF ANY SUCH PROCEED NG

BROUGHT I N SUCH A COURT AND ANY CLAI M THAT ANY SUCH PROCEEDI NG HAS BEEN

BROUGHT | N AN | NCONVENI ENT FORUM

(c) EACH OF THE COCPERA TI VE AND CFC HEREBY | RREVOCABLY WAl VES, TO THE FULLEST
EXTENT PERM TTED BY APPLI CABLE LAW ANY AND ALL RIGHT TO TR AL BY JURY I N ANY
LEGAL PROCEEDI NG AR SING QUT OF CR RELATING TO TH S AGREEMENT OR THE

TRANSACTI ONS CONTEMPLATED HEREBY.

Section 9.3. Anendnents. This agreenent may be amended only by a
witing signed by both parties.

Section 9.4. Severability. |If any term provision or condition, or any
part thereof, of this agreenent shall for any reason be found or held invalid
or unenforceabl e by any governnental agency or court of conpetent
jurisdiction, such invalidity or unenforceability shall not affect the
renmai nder of such term provision or condition nor any other term provision
or condition, and this agreenent.
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IN WTNESS WHERECF, the parties hereto have caused this agreenent to be
duly executed as of the day and year first above witten.

BORROWER( SEAL)

By:

Title:

Attest:
Secretary

NATI ONAL RURAL UTI LI TI ES COCOPERATI VE FI NANCE CORPCRATI ON ( SEAL)

By:

Assi stant Secretary-Treasurer

Attest:
Assi st ant Secretary-Treasurer

oo



